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DAVID V. IGE THOMAS WILLIAMS
GOVERNOR EXECUTIVE DIRECTOR

KANOE MARGOL
DEPUTY EXECUTIVE DIRECTOR

STATE OF HAWAII
EMPLOYEES’ RETIREMENT SYSTEM

November 4, 2022

Addendum No. 2

To
REO.UEST FOR PROPOSALS

Real Assets Investment Consultant

RFP 2022-06

Issued October 3, 2022

OFFERORS:

In accordance with Administrative Overview, Section VI. Of the Request for Proposals (REP), the
Employees’ Retirement System of the State of Hawaii (ERS) is providing the following responses to
questions from potential offerors:

1) QUESTION: What is the current expected investment pacing for 2023-2026? If you can provide,
how much to be allocated by each of the four sectors: real estate, infrastructure, timber and
farmland?

RESPONSE: The current expected pacing for 2023-2026 is still ‘to be determined” and it will
depend on future annual strategic/pacing plans and Asset/Liability (A/L) studies. Approved total
real assets pacing for CY 2023 is a $550 million target ($325M-$775M range), approximately 7-
10 funds. The current long-term strategic asset allocation targets (% of ERS Total Fund) are
15.5% for Real Assets (6.0% core real estate, 4.5% non-core real estate, 1.75% timber, 1.5%
agriculture, 1.75% infrastructure). The next A/L study is expected to be completed in 2023. We
expect the real assets pacing going forward to be significantly less than it was the past few
years, as we’ve already increased the real assets allocations closer to targets.
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2) QUESTION: How many LPAC memberships does ERS have?

RESPONSE: ERS is currently on the LPAC for “18 active real assets funds (“13 Full/Voting seats, 5
Observer/Non-Voting seats).

3) QUESTION: Approximately how many LPAC meetings per year would the consultant be expected
to attend? Are these generally in-person or telephonic?

RESPONSE: The majority of LPAC’s typically meet one time per year, with a minority of funds
having a second LPAC meeting (and some funds have zero LPAC meetings). In 2021 there were
approximately 19 LPAC meetings, and we’d expect a similar amount (approximately 20-22) LPAC
meetings/year going forward. These LPAC meetings are generally a mix of in-person and/or
telephonic (depending on if the manager offers a telephonic/virtual option). In certain
instances, when ERS has a full/voting seat and when in-person attendance is required (but ERS
staff can’t attend in-person), it may be possible for consultant (when attending LPAC meeting in-
person as ERS’s attendee/representative) to get some travel costs paid for/reimbursed by the
underlying real assets fund where ERS is an LPAC member (depending on the underlying fund
LPA/agreement with the manager).

4) QUESTION: Does ERS have direct real estate holdings (i.e. not held in a fund or separate

account)?

FEE

RESPONSE: No, ERS does not have any “direct” real estate holdings that are not held in a fund or
separate account. ERS does have one core real estate separate account, managed by an
external manager (where ERS wholly owns individual properties/assets in the separate account).

5) QUESTION: What is the fee for the expiring Real Assets consulting contract with the incumbent?

RESPONSE: Year 1: $267,000
Year 2: $274,000
Year 3: $284,000
Year 4: $291,000
Year 5: $296,000
Year 6: $302,000

6) QUESTION: Can you please provide the reason for the issuance of this RFP?

RESPONSE: Current consultant contract will be expiring; our practice is to go out to market every
few years for a new search.

7) QUESTION: What is the biggest investment-related issue the Board is currently facing?

RESPONSE: Achieving our assumed investment return of 7% as consistently as possible so that the ERS
stays on its path to full funding.



8) QUESTION: Can you please provide the current fee being paid for real asset investment consulting
services?

RESPONSE: Year 1: $267,000
Year 2: $274,000
Year 3: $284,000
Year 4: $291,000
Year 5: $296,000
Year 6: $302,000

9) QUESTION: Please can you define the role of Real Assets in Hawaii Employee Retirement
System’s overall portfolio?

RESPONSE: See Investment Policy Statement (IPS) on ERS’s website for details:
https://ers.ehawaii.gov/investments/program

10) QUESTION: When do you anticipate the next review of your Strategic Asset Allocation?

RESPONSE: The next Asset/Liability (A/L) study is expected to be completed in 2023.

11) QUESTION: Will the development of a 5-year Strategic Plan for Real Assets be part of the
deliverables for the first 6-months?

RESPONSE: The Real Assets Strategic/Pacing plan is usually presented at the annual ERS
Investment Summit (in July). If a new consultant is selected (starting in July), making that July
timing would be unlikely, so we’d expect to delay it and do it as soon as possible after that (yes,
likely within the first 6-months).

12) QUESTION: How many Managed Accounts are currently held in the current Real Asset
portfolio and with whom?

RESPONSE: ERS currently has two real assets separate accounts; one core real estate
separate account and one timber separate account. See ERS website for details on publicly
disclosed holdings: https:/!ers.ehawaii.gov/investments/holdings Only fund level info is disclosed
(not underlying individual assets contained in those accounts).

13) QUESTION: Regarding VI Scope of Services - Please confirm if the “review will incorporate
budget and management plans for the individual properties, as well as proposed
acquisitions and dispositions for the succeeding year” is accurate, as this seems unusual
for a consultant role.

RESPONSE: Yes, it’s accurate. The separate account manager creates the plan for the separate
account, the consultant reviews it.



14) QUESTION: Regarding the Manager Search Qi - should the years referred to be more
recent than 2014 and 2015?

RESPONSE: See Amendment #1 dated November 4, 2022 to this RFP.

15) QUESTION: Please can you share an example recommendation memo for a Real Asset
investment?

RESPONSE: This is confidential and not available to be shared publicly.

16) QUESTION: How many commitments do you expect to make to Real Estate and Real
Assets strategies going forward?

RESPONSE: The current expected pacing for 2023-2026 is still to be determined” and it will

depend on future annual strategic/pacing plans and Asset/Liability (A/L) studies. Approved total

real assets pacing for CY 2023 is a $550 million target ($325M-$775M range), approximately 7-

10 funds (real estate $350M target, 5-6 funds; other real assets $200M, 2-4 funds). The current

long-term strategic asset allocation targets (% of ERS Total Fund) are 16.5% for Real Assets

(6.0% core real estate, 4.5% non-core real estate, 1 .75% timber, 1 .5% agriculture, 1 .75%

infrastructure). The next AlL study is expected to be completed in 2023. We expect the real

assets pacing going forward to be significantly less than it was the past few years, as we’ve

already increased the real assets allocations closer to targets.

17) QUESTION: Please can you provide a breakdown of the number of funds in timber,
infrastructure, agriculture/farmland for the past 3 years?

RESPONSE: See ERS website for details on publicly disclosed

holdings: https://ers.ehawaii.gov/investments/holdings Only fund level info is disclosed (not

underlying individual assets contained in those accounts).

18) QUESTION: Please can you provide a sample confirmation memo? This relates to “Assist
with monitoring of capital calls and distributions and providing confirmation memos to
ERS”.

RESPONSE: Yes, a confirmation memo is required for each capital call and/or distribution as part
of operational monitoring responsibilities. See attached “Sample Capital Call Memo Redacted”.
See Exhibit A.



19) QUESTION: In relation to performance reporting, page 29: “What categories are tracked in
your performance measurement system? Provide the specific characteristics unique to
each category, as well as concise definitions. Is the property level information used for
both direct and commingled fund analysis?”. Please could you clarify what is required?
Are you looking for segmentation of performance by categories?

RESPONSE: Nothing further to add/clarify. Please answer question as currently stated, as best
as possible.

20) QUESTION: Does Hawaii Employee Retirement System have a back office provider? If so,
which provider do you use? It is unclear to us whether this RFP is designed to include
back office services.

RESPONSE: ERS has a custodian (BNY Mellon) and internal ERS Accounting & Administration
teams (in addition to other consultants and service providers).

21) QUESTION: Are we required to complete the excel questionnaire in addition to the full
written response? We ask as we see no mention of the excel document in main RFP
document.

RESPONSE: Yes.

22) QUESTION: Can you share the fees that the ERS pays to its current real assets consultant(s)?

RESPONSE: Year 1: $267,000
Year 2: $274,000
Year 3: $284,000
Year 4: $291,000
Year 5: $296,000
Year 6: $302,000

23) QUESTION: Can you share your expectations regarding future real assets investments over
each of the next 3-5 years (in dollars and in # of funds the ERS plans to commit annually broken
down by real estate and other real assets)?

RESPONSE: The current expected pacing for 2023-2026 is still ‘to be determined” and it will
depend on future annual strategic/pacing plans and Asset/Liability (A/L) studies. Approved total
real assets pacing for CV 2023 is a $550 million target ($325M-$775M range), approximately 7-
10 funds (real estate $350M target, 5-6 funds; other real assets $200M, 2-4 funds). The current
long-term strategic asset allocation targets (% of ERS Total Fund) are 15.5% for Real Assets (6.0%
core real estate, 4.5% non-core real estate, 1.75% timber, 1.5% agriculture, 1.75%
infrastructure). The next A/L study is expected to be completed in 2023. We expect the real
assets pacing going forward to be significantly less than it was the past few years, as we’ve
already increased the real assets allocations closer to targets.



24) QUESTION: Should bidders provide a redacted copy of our submission to assist with potential

FOIA requests?

RESPONSE: No.

25) QUESTION: With regard to providing references for clients with over $5billion, does this refer to the

clients total plan assets or the consultant’s RA assets under advisement for that client?

RESPONSE: Total plan assets.

26) QUESTION: Is the RA consultant expected to present to the board 8x per year in person? What is

the timing of these board meetings? Are they in conjunction with board meetings of any other asset

class (e.g., PE)?

RESPONSE: Four (4) times per year ri person to Board Investment Committee is the expectation.
The other Four (4) times to the full Board will probably remain virtual and will be relatively brief.
The consultant is expected to present quarterly performance reports to the Board and to attend
an annual education conference (usually held the second or third week of July).

Yes, the real assets consultant’s quarterly reports, are usually in conjunction with board
meetings where other consultants (general consultant, private equity consultant) present.

27) QUESTION: Can you provide the most recent quarterly performance evaluation report?

RESPONSE: See Exhibit B.

28) QUESTION: With regard to scope item: ‘Portfolio return calculation will include individual property

returns for separate accounts.” Does this mean that if a separate account has 50 properties, the

consultant will track those properties as 50 separate line items rather than one line item (i.e., the

separate account)?

RESPONSE: Yes.

29) QUESTION: With regard to scope item: “Assist with monitoring of capital calls and distributions and

providing confirmation memos to ERS. Can you provide a sample of the confirmation memo and if
not, more information on what this memo entails? Is the consultant required to write a confirmation

memo for each portfolio cash flow?

RESPONSE: Yes, a confirmation memo is required for each capital call and/or distribution as part
of operational monitoring responsibilities. See attached “Sample Capital Call Memo Redacted”.
See Exhibit A.

30) QUESTION: How many RA separate accounts is the ERS invested in?

RESPONSE: Two. One core real estate separate account and one timber separate account.



31) QUESTION: How many RA LPACs is ERS a member of?

RESPONSE: ERS is currently on the LPAC for “18 active real assets funds (“13 Full/Voting seats, 5

Observer/Non-Voting seats).

32) QUESTION: Approximately how many RA GP/manager consents/voting requests have you

processed in each of the last 4 years?

RESPONSE: Voting/consent request tracking data is not available prior to May 2020. From May
2020 to Oct 2022, there’s been “22 consent/voting requests, that the consultant has assisted
with: “‘6 LPAC and “16 GP/manager (non-LPAC). These are estimates only.

33) QUESTION: Approximately how many RA LPAC consents/voting requests have you processed in

each of the last 4 years?

RESPONSE: Voting/consent request tracking data is not available prior to May 2020. From May
2020 to Oct 2022, there’s been “22 consent/voting requests, that the consultant has assisted
with: “6 LPAC and “‘16 GP/manager (non-LPAC). These are estimates only.

34) QUESTION: How many LPAC meetings has the current consultant attended on behalf of the ERS

in each of the last 4 years?

RESPONSE: LPAC meeting tracking data prior to 2019 (and 2022) is not available. Approximately
7 LPAC meetings in 2019, 5 in 2020, and 16 in 2021. These are estimates only.

35) QUESTION: How many of the LPAC meetings are in person versus virtual on an annual basis? Are

virtual LPAC meetings acceptable?

RESPONSE: The majority of LPAC’s typically meet one time per year, with a minority of funds
having a second LPAC meeting (and some funds have zero LPAC meetings). In 2021 there were
approximately 19 LPAC meetings (split of in-person vs. virtual is not available), and we’d expect
a similar amount (approximately 20-22) LPAC meetings/year going forward. These LPAC
meetings are generally a mix of in-person and/or telephonic (depending on if the manager offers
a telephonic/virtual option). Telephonic/virtual attendance is acceptable, if available. In certain
instances, when ERS has a full/voting seat and when in-person attendance is required (but ERS
staff can’t attend in-person), it may be possible for consultant (when attending LPAC meeting in
person as ERS’s attendee/representative) to get some travel costs paid for/reimbursed by the
underlying real assets fund where ERS is an LPAC member (depending on the underlying fund
LPA/agreement with the manager).



36) QUESTION: With regard to scope item: Develop, periodically review and recommend changes to a

five (5) year Strategic Plan (including annual Strategic Plans and Pacing Plans) for the real assets

investment program. The Investment Policy Statement (“IPS), calls for an annual Strategic Plan -

will the consultant be required to provide a five-year Strategic Plan each (1) year or every 5 years?

RESPONSE: Real assets strategic/pacing plans are conducted and approved annually, and
they also include a 5 year strategic/pacing forecast in them (updated 5 year strategic/pacing
plan every 1 year).

37. QUESTION: Can you provide detail on the current number of ERS’ individually managed accounts and
number of underlying individual assets contained in those accounts as of the most recent date
available?

RESPONSE: ERS currently has two real assets separate accounts; one core real estate separate
account and one timber separate account. The core real estate separate account currently has
16 properties/assets and the timber separate account has 6 properties/assets. See ERS website
for details on publicly disclosed holdings: https://ers.ehawaii.gov/investments/holdings Only
fund level info is disclosed (not underlying individual assets contained in those accounts).

38. QUESTION: Could you confirm that the awarded real asset investment consultant will be subject to
the Hawaii General Excise Tax?

RESPONSE: Please refer to page 7 of the Request for Proposal, XIX. Requirements for Doing
Business in the State of Hawaii. You may also check with the State of Hawaii, Department of
Commerce and Consumer Affairs Business Registration, this is the link to their website:

https://cca.hawaii.gov/breg/about-the-business-registration-division-business-registration-branch/

William
Executive Director
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Memorandum

Sample Capital Call Memo_Redacted

To: Employees’ Retirement System of the State of Hawaii

From:

CC:

Date:

Re:

Recommendation

Please find below the details of a recent capital call notice received from - -.

Fund Capital Call Amount Wire Date

The capital call amount of 1 should be sent to the appropriate wiring instructions as provided by the
manager by

.
ias reviewed the capital call and manager methodology and recommends

that HIERS proceed with funding. Please advise if you have any questions or concerns.

Wiring instructions have been verified against previous capital calls and iotes that there have
been no changes in the wiring instructions.

Regards,

Disclaimer: The data presented in this memo has been obtained from the investment manager. las compared this
information to the investment managers’ reported distribution and believes the information to be accurate,

_________

has
not conducted additional audits and cannot warrant its accuracy or completeness.



EXHIBIT B
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